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Table 2:  System Status in the Initial State and under Alternative Taxation Policies 
Designed to Reduce the Consumption of Commodity A by 10% : Standard 
Parameter Specification 
 
Variable  Initial state  Policy 1  Policy 2  Policy 3 
        
Expenditure shares         
wa 0.333  0.340  0.345  0.344 
wb 0.667  0.660  0.655  0.656 
        
Total expenditure         
X 1.000  1.000  1.000  1.063 
        
Quantities purchased         
Qa 0.333  0.300  0.300  0.300 
Qb 0.667  0.660  0.700  0.697 
        
Consumer prices         
pa 1.000  1.134  1.149  1.220 
pb 1.000  1.000  0.936  1.000 
P 1.000  1.043  1.003  1.070 
        
Supplier prices         
qa 1.000  1.000  1.000  1.000 
qb 1.000  1.000  1.000  1.000 
        
Tax rates         
ta 0.000  0.134  0.149  0.220 
tb 0.000  0.000  -0.064  0.000 
r 0.200  0.200  0.200  0.150 
        
Tax revenue         
R 0.263  0.304  0.263  0.263 
        
        




Note:  Policy 1: Tax on A, no offset. Policy 2: Tax on A offset by subsidy on B. Policy 




Table 3:  Values of Tax Instruments Required for a Reduction of the Consumption of Commodity A by 10% : 
Alternative Taxation Policies and Parameter Specifications 
 
  Policy 1  Policy 2  Policy 3 
Parameter 
specification 
    
ta t a t b t a  Δr 
          
Initial expenditure 
share 
        
wa  = 0.100  0.187  0.202  -0.020  0.224  -0.015 
Wa  = 0.200  0.161  0.180  -0.039  0.223  -0.031 
wa  = 0.333*  0.134  0.149  -0.064  0.220  -0.050 
wa  = 0.500  0.111  0.111  -0.091  0.212  -0.072 
          
Demand: initial 
own-price elasticity 
        
εaa  = -0.2  0.210 0.353  -0.151  0.542  -0.124 
εaa  = -0.5*  0.134 0.149  -0.064  0.220  -0.050 
εaa  = -0.8  0.097 0.092  -0.039  0.134  -0.031 
εaa  = -1.1  0.082 0.073  -0.031  0.106  -0.024 
εaa  = -1.2  0.071 0.061  -0.026  0.088  -0.020 




        
ηa  = 0.75  0.150 0.150  -0.064  0.224  -0.051 
ηa  = 1.00*  0.134 0.149  -0.064  0.220  -0.050 
ηa  = 1.25  0.122 0.148  -0.063  0.216  -0.049 
          
Supply elasticities           
λa  =  λb  =  ∞*  0.134 0.149  -0.064  0.220  -0.050 
λa  =  1.0,  λb  =  ∞  0.261 0.288  -0.107  0.427  -0.088 
λa  =  0.5,  λb  =  ∞  0.401 0.442  -0.142  0.658  -0.121 
λa  =  0.2,  λb  =  ∞  0.921 1.013  -0.218  1.519  -0.205 
λa  =  ∞ ,   λb   = 1.0  0.136 0.143  -0.061  0.211  -0.048 
          
          
 
 
Note:  * indicates standard value. Specified parameter changes are made one at a time; all other (independent) 
parameters retain their standard values. See note to Table 2 for definitions of policies. 
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